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Prices for several key items in Nicaragua's basic basket of consumer goods and services have
risen sharply this year. While government officials attribute the problem to shortages in staple
foods, producers say the shortages are the result of mistaken government policies and are calling
for fundamental change. Before the recent round of price hikes, the stagnant wage structure had
already eroded consumer buying power so that a minimum-wage earner at mid-year could only buy
about 21% of the basic basket and a government wage earner about 68% (see NotiCen, 06/20/96).
Since then, a 3.6% currency devaluation and massive price increases have further burdened the
consumer.
Minister of the Presidency Julio Cardenas, reviewing the record of President Violeta de Chamorro's
administration, praised the growth in agriculture, among other sectors, and predicted 5% growth in
GDP this year, compared with 3.3% in 1994. He also noted the rise in exports from US$222 million
in 1992 to a projected US$700 million this year. The government reported January-September
accumulated inflation at 5.97%, although the Sandinista Foundation for the Global Economic
Challenge (Fundacion para el Desafio Economico Global, FIDEG) says it was much higher.
Using a different mix of agricultural commodities to calculate inflation, FIDEG predicts the total
accumulation will be closer to 15% by year- end, rather than the 10% projected by the government.
With either figure, however, FIDEG considers the inflation rate manageable.
Despite these and other promising economic indicators, the agricultural sector is in crisis, and
producers blame it on government neglect of investment and technological improvement.
According to a study by the UN's Food and Agriculture Organization (FAO), Nicaragua has 700,000
ha of irrigable land, but during the 1980s, only 93,000 ha was irrigated and properly drained. Of
that amount, only 36,000 ha are under production today. While the Ministry of Economy reported
that agriculture enjoyed a 6.2% growth in earnings during 1995 and accounted for 27% of GDP, the
Central Bank reported a decline in production for export so far in 1996. The decline is especially
steep in livestock exports. In 1994, 27,000 head were shipped, but only 6,000 head were shipped
during the first eight months of 1996.
For the consumer, however, the most serious problem is the rapid price increase in basic
commodities. Prices for beans, rice, sugar, cooking oil, and vegetables jumped by 20% overall
between January and August, or more than three times the general rate of inflation. Similar price
increases hit other basic-food items. During one week in August, corn prices shot up by 38%, from
US$0.64 per kg to US$0.88 per kg. Between January and August, rice increased by 40%, from US
$0.68 per kg to US$0.95, and red beans jumped by 68%, from US$0.81 per kg to US$1.36. In June,
the emerging nutritional crisis forced the government to halt the export of red beans, but the price
increases continued. During one week in October, the red-bean prices skyrocketed by another 65%,
ending the month at US$2.24 per kilo.
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Some observers said the stunning increases were the result of temporary conditions such as
uncertainties about the outcome of the Oct. 20 presidential election and heavy rains caused by
Hurricane Caesar in July (see NotiCen, 08/29/96). More than 4.6 million kg of red beans, which are
a critical component of the Nicaraguan diet, were lost to the rains, according to the Trade Ministry.
Migdonio Solis, director of operations for the government's basic commodities agency (Empresa
Nacional de Abastecimiento, ENABAS), said the problem stemmed from seasonal shortages and
that fall harvest supplies would reach the market by mid-November to cover any shortfall.
Meanwhile, ENABAS has 1.84 million kg of red beans in reserve that it will sell at below-market
prices to fill the supply gap. Still, the explanation for why previous harvests were not sufficient to
meet current demand is the subject of an ongoing debate. Both the producers and the Ministry of
Agriculture and Livestock (MAG) agree that bean production is inefficient, being carried out largely
by small producers, many of whom occupy marginal land and farm without adequate capital or
technology. Red-bean production for the 1995-1996 season was only 50.6 million kg, a 35% drop from
the previous season's output of 78.2 million kg. There also is general agreement that speculators,
including some small producers, withheld part of the 1994-1995 harvest from the market.
According to ENABAS, after the ban on exports was announced in July, speculators withheld 3.7
million kg in expectation that the ban would be lifted. However, at base, the bean shortage is not the
result of a generalized crisis in production. While production of basic foodstuffs indeed declined,
critics blame the problem on government policies favoring exports. Byron Corrales, director of the
growers and cattle-ranchers association (Union Nacional de Agricultores y Ganaderos, UNAG),
accused the government of failing to regulate exports to protect domestic supply. When higher
world prices encouraged bean growers to export, an estimated 20 million kg were sold to Honduran
and Salvadoran buyers, seriously depleting domestic supply and forcing prices up.
Government officials said they were pleased to see that basic foodstuffs were increasingly selling
abroad. MAG Vice minister Salvador Robelo said he was encouraged to see that smaller producers
were able to compete in foreign markets. Some labor spokespersons were not so pleased. One,
who asked to remain anonymous, said that statements like the one made by Robelo show how
"irrelevant" hunger in Nicaragua is to government officials. Nevertheless, Robelo argued that
MAG's policy is to encourage an increase in domestic production to take advantage of export
potential and gradually to reduce imported foodstuffs. Rice is also in short supply.
The government reported a shortage of 40,000 metric tons in September. Mario Hanon, vice
president of the rice-growers association (Asociacion Nicaraguense de Arroceros, ANAR), said
that, unlike the bean shortage, producers had not withheld supplies from the market because they
knew that prices would drop sharply as new supplies became available in October. Therefore,
the higher prices in September resulted from true shortages. ANAR president Luis Torres said
that the two major causes of the shortage were the high price of energy used for irrigation and the
lack of government financial assistance. Energy costs rose by 40% recently and account for 30% of
production costs, said Torres.
Even if the higher prices were to persist, Nicaraguan producers do not have the technical and capital
resources to take advantage of them. Rice producers could supply the market with 1.5 billion kg but
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are only producing 115 million kg because of these problems, said Torres. During the Sandinista
period (1979-1990), marketing and distribution of basic-food commodities was controlled by the
state, but after 1990, these responsibilities were left largely to market forces. Right now, there are no
mechanisms for insuring adequate supply for the domestic market because government policy is to
encourage production increases rather than to rely on distribution controls to insure that domestic
needs are met.
The Agriculture Ministry, with support from the FAO and the European Union (EU), is carrying
out a US$500 million pilot project in San Dioniso, Matagalpa department. There, producers receive
assistance to store and market basic grains. If successful, MAG plans to ask the EU for additional
funds to extend the program to 20 other locations. While low productivity has hampered basic-grain
and bean producers from taking advantage of favorable world prices, coffee growers are stuck with
unmarketable supplies. In June, growers warned that plant mildew and a lack of credit could mean
coffee exports, projected at 69 million kg, might plummet to 41.4 million kg. In April, David Robleto,
president of the growers association (Union Nicaraguense de Cafeteros, UNICAFE), said that the
industry was "on the brink of failure" because of governmental inattention.
The growers expected financing under terms of an agreement (Programa de Renovacion de
Cafetales) with the government. But the funds that should have been dispersed through the
National Development Bank (Banco Nacional de Desarollo, BANADES) were never turned over to
the bank by the government's development agency (Financiera Nicaraguense de Inversiones). MAG
advisor Frank Bendana admitted in October that the industry faced a crisis and a potential US$60
million loss. No more than 10% of the current harvest had received financing, he said. While he did
not explain why the financing was held up, he said that the order to hold back the loans came from
high up in the government.
Government policy has been to restrict credit to producers because of a mountain of overdue debt
in the agricultural sector (see NotiCen, 06/06/96). Another problem hurting coffee exports is the
poor condition of roads in coffee-growing areas. In Matagalpa and Jinotega departments, Hurricane
Caesar damaged or destroyed 470 km of roads, adding to the 2,000 km of roads in bad condition
elsewhere. The result of these problems is that 64%, or 31.5 million kg, of the 1996-1997 crop may
be lost because growers may not be able to transport it to markets, according to Robleto. Other
problems affecting coffee production and sales are acid rain, caused by eruption of the Mayasa
volcano, and crop theft. Franco Montealegre, chief of the National Police, promised 50 plantation
owners in the western department of Carazo to assign additional inspectors and take other steps to
cut down on pilferage.
Growers also demanded that local governments stop the indiscriminate sale of purchasing licenses,
which encourage theft and make selling stolen coffee easier. Leaders of the agricultural sector are
hoping to persuade presumed president-elect Arnoldo Aleman to form a commission to analyze the
technical and financial problems facing agriculture. The goal is eventually to have a cabinet ministry
for production. Among the policy changes growers want to see are a new credit system that would
put loans in the hand of producers when they need it, price guarantees, tariff-free importation of
agricultural inputs, lower interest rates, and technical assistance. [Sources: La Tribuna de Nicaragua,
08/01/96, 08/04/96, 09/09/96, 09/20/96; La Prensa (Nicaragua), 08/15/96, 08/22/96, 09/23/96, 09/27/96;
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Barricada, 09/25/96, 09/27/96; Agence France-Presse, 05/23/96, 06/13/96, 09/28/96, 10/02/96, 10/29/96;
Agencia Centroamericana de Noticias Spanish News Service, 09/06/96, 10/30/96]
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